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PRESIDENT’S REPORT 
TO THE 


SHAREHOLDERS 


(For Calendar Year 1968) 


Toromont was established six years 
ago by a group of Toronto and Montreal 
businessmen, and has acquired six 
/ Ontario-based manufacturing com- 


panies up to the year under review — 

R. M. P. Hamitton (1968). During this year, substantial 
President : ‘ 

© Chief Executive: Officer improvements were affected in the oper- 


ations of the subsidiary companies 
together with additions to, and changes 


Toromont Management and Staff Officers 


in, the organization and financial struc- 
ture of the parent company, Toromont 
Industrial Holdings Ltd. 


1968 OPERATION RESULTS 


Consolidated overall sales volume 
only increased three per cent, — from 
$14,645,171 in 1967 to $15,084,437, 
but this small increase in volume 

was accompanied by a sixty per 
C. D. Lroyp J. F. Saunpers cent. improvement in the Operating- 


Vice-President — Corporate Vice-President — 
Affairs & Secretary Finaiee ees Profit-before-Taxes (from $379,179 


to $617,549). 


This substantial improvement was 
brought about by management’s more 
effective use of operating controls in the 
subsidiary companies, and, the large 
sums of money previously spent in mod- 
ernizing the plants and equipment, all 
of which are beginning to show good 
results. 


The substantial increases in bank 


__B. J. Garpener-Evans W. L. Paro interest rates, during 1968, reduced the 
Vice-President — Production Vice-President — Marketing 


overall net profit. Subsidiary companies 
were adversely affected, and the holding 
company suffered particularly, because 
of its heavy debt position throughout 
most of the year. As a result, much of 
the gains achieved through improved 
operating efficiency were lost because 
of the larger cost to Toromont of this 
bank interest. 


Nevertheless, net operating income 
for the year improved by approximately 
$80,000, (from a loss in 1967 of 
$69,463 to a profit in 1968 of $9,896). 


Management feels that this past year 
signals the turning point in operations 
of the subsidiaries. Predictions for the 
future for all of these companies are 
pointing upwards. 


FINANCIAL CHANGES IN 1968 


Recognizing that Toromont was very 
heavily debt financed, and that resultant 
financial costs were a drain on opera- 
tions, your management took steps to 
bring new equity funds into the 
Company. 


Through Wisener and Partners Com- 
pany Limited, of Toronto, a private 
placement of 1,500,000 common shares 
was made with institutional investors. 
The net proceeds of $2,550,000 were 
used to reduce Toromont’s bank loans 
and to provide working capital. This 
“placement” was accomplished too late 
in the year to effect a substantial reduc- 
tion in interest expense for 1968, but it 
has already had a marked effect on the 
results, to date, in 1969. 


Another forward step was the listing 
of Toromont’s shares on the Toronto 
Stock Exchange on the last day of 1968, 
under the symbol of “TIH”. Since 
listing, the stock has been actively 


traded and, therefore, your company 
has been exposed to a wider spectrum of 
investors. A market value has been 
established for the shares which can be 
used in the future as a vehicle for fur- 
ther expansion. 


HEAD OFFICE STAFF 


Realizing the growing problem 
of administering and controlling the 
Toromont Group, and looking towards 
further expansion as a Holding Com- 
pany, a small but active Head Office 
Staff was established during 1968. 
In line with Toromont policy to promote 
from within, wherever possible, this 
Staff has been drawn from the man- 
agement ranks of subsidiary com- 
panies. The fields of administration, 
finance and manufacturing are now 
covered by Senior Staff well experienced 
in these and other areas. 


The duties of the Staff group include 
the day-to-day operations of Toromont, 
the investigation of possible new 
acquisitions, and the provision of 
assistance to any subsidiary where the 
need is detected. In this latter case, 
the overall organization has been so 
arranged that individual Staff members 
can communicate freely with their 
counterparts in each subsidiary. 


To house this Head Office group, 
separate offices have been provided for 


Toromont in the Toronto branch of 
Lloyd-Truax Limited, for the present. 


NEW FACILITIES IN 
TORONTO AREA 

During the year the need of Lloyd- 
Truax Limited for expansion of its pro- 
duction facilities became recognized. 
Negotiations are being carried out for 
the necessary land and premises in the 
Toronto area. An artist’s concept of 
how these premises may appear is pre- 
sented later in this report. 


Other subsidiaries, either present or 
future, may have similar needs. Con- 
sequently, additional land over and 
above Lloyd-Truax immediate needs 
may be optioned and set aside for such 
a contingency. 


CIMCO 


Since 1968, the Company has com- 
pleted the acquisition of Cimco Limited 
one of the North American leaders in 
the fields of Refrigeration, Industrial, 
and Allied Air-Conditioning. Cimco 
is an outstanding addition to the Toro- 
mont Group. 


In presenting this Annual Report for 
1968, your Board believes that it covers 
a period of solid achievement including 
marked improvement in Financial 
Status, Staff Organization, Earnings and 
Prospects. 


On behalf of the Board, 


R. C. BERKINSHAW 


Chairman 


R. M. P. HAMILTON 


President 


Toronto, April 21, 1969 


LLOYD-TRUAX LIMITED 


“LLOYD DOORS”, undoubtedly the best known name in the Canadian 
door industry, manufactures wooden doors for homes, apartments, schools, 
hospitals and commercial buildings. Three plants, two in Wingham and 
one in Walkerton, Ontario, have increased production to keep pace with 
the fast growing demand. 


Improved efficiency has accompanied growth. Methods are continually 
being upgraded; modern control systems aid management in measuring 
progress and planning future strategy. 


W. E. DILLON COMPANY LIMITED 


The W. E. Dillon Company’s Leaside location is ideal for serving 
Metropolitan Toronto’s booming construction industry. With 80,000 
sq. ft. of floor space, it is one of the largest “custom” sheet metal manu- 
facturing plants in the Metro area. 


Metal products in a myriad of shapes and forms are delivered to such 
destinations as construction sites, factories and power plants. Hollow 
metal doors with their accompanying frames are incorporated into many 
of the new office complexes dotting the Toronto skyline. Elevator cabs 


CLARE BROTHERS LIMITED 


It is hard to imagine a commercial background more entwined with the 
history of pioneer Canada than is the case with Clare Brothers Limited 
of Preston, Ontario. Founded by Jacob Beck, father of Sir Adam Beck, 
the company was established back in 1840. 


Clare’s history has been one of progressive innovation in the manufacture 
of heating equipment. The flood of immigrants to the Canadian West in 
the early 1900’s represented a large opportunity for Clare heating and 
cooking products. Quebec and the Maritimes also became major markets. 
Overcapacity has, at times, plagued the industry, bringing with it the 
inevitable problems associated with cut-throat competition. The broader 
environment for growth and improvement brought by Toromont owner- 
ship should enable rapid and more satisfactory progress in the years 
immediately ahead. 


Wholesale distribution of its products, and of companion lines, is 
handled in Ontario and Alberta by the Company’s own sales division, with 
branch office and warehouse services established in Toronto, Ottawa, 
Calgary and Edmonton. Elsewhere in Canada sales are by independent 
wholesale distributors. The Company’s products are available to builders 
from Newfoundland to the Rockies. 


Product development is not overlooked. While wood is the present main- 
stay in the Company’s full line of doors, metal and plastics are being used 
to an increasing extent. Compatability with new building techniques is 
the constant aim of the marketing group. 


LLOYD-TRUAX looks to a long and profitable future. 


as well as cabinets for sophisticated computer installations are manu- 
factured as regular product lines. 


The Company has recently been reorganized in the interests of improving 
general performance. New production controls are part of several changes 
being carried out to improve manufacturing efficiency. Market develop- 
ment is more aggressive and will undoubtedly result in increased dollar 
volume. 


Although the Dillon Company has been through a trying period, necessary 
action has been taken to assure a resumption of solid progress and 
achievement. The high promise held for Ontario’s industrial future augurs 
well for Dillon. 


Present product lines cover the entire field of domestic and commercial 
warm air heating using gas, oil, and electrical fuel sources. Industrial 
heating equipment is available in gas-fired unit heaters and oil-fired 
suspension units. The Company has taken advantage of the growing 
market for central cooling installations, and also participates in providing 
cooking facilities for the mobile home industry. 


During 1968 the “Janitrol” line of heating equipment, including engineer- 
ing services and marketing outlets, was acquired from Moffats Limited. 
The $47,000.00 goodwill item on the balance sheet relates directly to 
this transaction. 


Clare Brothers, in company with its Toromont Associates, stands in an 
excellent position to advance and profit. 
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EL-MET-PARTS LIMITED 


El-Met-Parts Limited is a comparatively new company, founded in 1947. 
Its products supply the electrical-metal component needs of the electrical 
and electronic industries. Situated in Dundas, Ontario, it is on the door- 
step of Canada’s steel producers who are the raw material sources of the 
wide variety of electrical steels used. 


The modern plant of 40,000 sq. ft. is well equipped to produce precision 
laminations to the rigid specifications required. Modern machinery such 
as high-speed lamination presses and a continuous type, roller hearth 
annealing furnace contribute to manufacturing efficiencies. 


El-Met products are sold in a wide variety of highly selective markets. 
Magnetic cores find their way into sewing machine motors, floor polishers 


F. B. McFARREN LIMITED 


F. B. McFarren Limited has been engaged in the production and distribu- 
tion of clay bricks since 1929, and was acquired by Toromont in 1962. 


Office and manufacturing facilities are located in the town of Mississauga 
on the west boundary of Streetsville, Ontario. Clay-shale, the basic raw 
material, is quarried on the property. 


The process of brick-making can be traced back to the time of the early 
Egyptians. Long regarded as a superior construction material, brick is as 
important a part of our building environment today as it was centuries ago. 


VIKING PUMP CO. OF 
CANADA LIMITED 


Windsor, Ontario, is the Head Office and plant location of “Viking Pumps”, 
a well-known and highly respected name in the pump business. Estab- 
lished in 1924 with strong American affiliations, Viking has since become 
a thriving entity in its own right, and completely Canadian in the process. 


The product line is one of the most highly diversified in the industry, 
comprising rotary, turbine and centrifugal pumps. Direct sales and service 
facilities are available from Coast to Coast in Canada. Company offices 
and warehouses are located at Vancouver, Winnipeg, Toronto, London 
and Montreal. Authorized distributors handle sales in Alberta, Saskat- 


and fluorescent lamp ballasts, television sets and torpedo propulsion 
drives. Large cores are wound for distribution transformers while 
miniature toroidal cores and bobbin cores are produced for communica- 
tions and computer applications. 


The El-Met Engineering Department contains perhaps the best equipped 
magnetics laboratory in the country. It performs incoming inspections, 
material selection and applications, product design, and quality control. 


Sales are made to all parts of Canada and exports go to the U.S.A. and 
South America. 


Operating performance of El-Met-Parts Limited is good and is becoming 
better. The Company looks forward to strong participation in the eco- 
nomic growth of Canada. 


F. B. McFarren shares in the rapid technological advancements made by 
the industry in recent years. 


High quality clay bricks are produced in a wide variety of colors and 
facings. Sales are divided between the housing field and the architectural 
design market, the latter including institutions such as schools and hospitals. 
Bricks are shipped by truck throughout Ontario, the major bulk of de- 
liveries going to the Toronto - Hamilton area. 


The Company is keeping abreast of the research being done on new types 
of clay brick and tile units. Production and sales have been steadily 
increasing in recent years. Current projections of market potential make 
for an attractive future. 


chewan, and the Maritime Provinces. In all export markets sales are 
under the trade name of “VICAN”. 


An interesting highlight is the broad spectrum of industry served by Viking. 
A few of the many important areas are Petroleum, Paint, Pulp and Paper, 
and Petrochemical. Export sales go frequently to the West Indies and 
South Africa, and the U.S. market will be developed. 


Significant improvements in design, manufacturing techniques, and product 
application make the outlook for 1969 encouraging. Shipments, sales and 
earnings are trending upward and management looks to the year ahead 
with justified confidence. 


TOROMONT INDUSTRIAL HOLDINGS LTD. 
AND SUBSIDIARIES 
(Incorporated under The Canada Corporations Act) 


CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 1968 


(with comparative figures for 1967) 
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Excess of cost of shares of subsidiaries over book value of underlying assets at dates of acquisition 


CURRENT 


Bank indebtedness, subsidiaries (secured) 
Accounts payable and accrued liabilities 
Taxes on income 
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Demand bank loans, secured, arranged to acquire shares of subsidiaries (Note 2) 
Long-term debt, less current portion (Note 3) 
Deferred income taxes 
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SHAREHOLDERS’ EQUITY 


Capital stock (Note 4) 
Authorized 
10,000,000 shares without par value 
Issued 
3,032,308 shares 
(1967 — 1,509,708 shares ) 
Retained earnings 


oe) ese ve 0) © We ve wh fe) wei O) “6S ee fei fel cs, ©. (ailhe; 16) co) ids fei) (ei nie) tote: cervis) i.e Site) sougers) (a) mel (abte) ler jena, el) (atri) | quo mei ie a Seen 


oro! eae eh inl tes Bete Mase S\y et alat cerNai sens! (eo 6, 0: iehim) Yat el je; @ ‘6; a) 8) 16) Ww Wb rip Ver esielle\ a) G. fe) ©! fen fel 4.1.6) 16) callow .©..<# Wee) Memtemiecas le! \sixelte! (6) seule. (ene! loa) isi eil el (6) cages | ails ee 


On behalf of the Board: 
R. M. P. HAMILTON, Director. R. C. BERKINSHAW, Director. 


See notes to consolidated financial statements. 
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79,076 


2,676,970 
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316,430 
705,280 
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1968 
$ 2,084,253 
1,615,318 
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171,000 
4,132,808 
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302,710 
397,798 


4,441,533 
$10,665,809 
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22,985 
68,955 
52,778 


144,718 
705,280 
$9,476,490 


1967 
$1,664,601 
1,268,652 
P8127 
160,358 
35111,738 
3,280,746 
688,240 
258,095 
439,334 


1,323,375 
374,962 


1,698,337 
$9,476,490 


AUDITORS’ REPORT 


The Shareholders, 
Toromont Industrial Holdings Ltd. 


We have examined the consolidated balance 
sheet of Toromont Industrial Holdings Ltd. and 
subsidiary companies as at December 31, 1968 
and the consolidated statements of operations 
and retained earnings and source and applica- 
tion of funds for the year then ended. Our 
examination included a general review of the 
accounting procedures and such tests of ac- 
counting records and other supporting evidence 
as we considered necessary in the circum- 


stances. 


In our opinion these consolidated financial 
statements present fairly the financial position 
of the companies as at December 31, 1968 
and the results of their operations and the 
source and application of their funds for the 
year then ended, in accordance with generally 
accepted accounting principles applied on a 
basis consistent with that of the preceding 


year. 


TOUCHE, ROSS, BAILEY & SMART, 


Chartered Accountants. 


Toronto, Ontario, 


February 28, 1969 


TOROMONT INDUSTRIAL HOLDINGS LTD. 
AND SUBSIDIARIES 


FOR THE YEAR ENDED DECEMBER 31, 1968 
(with comparative figures for 1967) 
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Cost of investigating potential company acquisitions ............ _- 1,167 
Loss on devaluation of United Kingdom currency ............. ~- 34,395 
232,154 226,901 
Gombined hetinconestloseye Note ert Gaerne): eee ene ee ere eae Soe, (46,438) 
MINOTIty INLCTOSt HM INCOMC eno mace ee anes «eee ee ee ere 27,483 23,025 
Net:incomes(lOssy 2 forse myealver: meee i, ACRES... \--2,0 Senet Met temas horn ie Ae 9,896 (69,463 ) 
Retained ¢aminos, Gerinning Ofayearemaa. — ap eae. G's... Gee he ener es ee eee 374,962 456,932 
384,858 387,469 
Organization Expense written ON joer waaay eee. 4s eee aie a — 12,507 
Retained earnings end (Ole eatin atti See e OEes o3.o 5 ge eae epee pe Pee $ 384,858 $ 374,962 


See notes to consolidated financial statements. 


Increase (decrease) in working capital 


Source of funds 


From operations 
Combined net income (loss) for the year 
Charges to operations not requiring outlay of funds 

Depreciation and amortization of fixed assets 
Provision for deferred income taxes 
Funds provided from operations 

Net proceeds from sale of shares (parent) 

Proceeds on disposal of fixed assets 

Realization of cash surrender value of life insurance 

Sale of shares of United Kingdom subsidiary 

Increase in special bank loans 


Increase in long-term debt 


Application of funds 


Reduction in special bank loans 
Additions to fixed assets 
Acquisition of minority shares of subsidiaries 
Purchase of goodwill 
Reduction in long-term debt 
Redemption of preference shares of a subsidiary 
Dividends paid to minority shareholders 


Sundry items (net) 


See notes to consolidated financial 


statements. 


1968 1967 
> 37,379 (46,438) 
287,08 | 272,608 
44,615 37,065 
369,075 263,235 
2,583,300 1,862 
34,917 5,365 
21,547 —— 
14,000 12,000 
= 418,990 
— 74,040 
“3,022,839 775,492 
2,480,746 — 
281,626 755,982 
26,000 219,247 
47,000 — 
97,280 — 
36,002 —~ 
21,017 29,190 
(475) 1,439 
2,989,196 1,005,858 


$ 


33,643 $ (230,366) 


TOROMONT INDUSTRIAL HOLDINGS LTD. 
AND SUBSIDIARIES 


Principles of consolidation and exchange conversion 


The consolidated financial statements include the accounts of all subsidiary companies. During the year the remaining 40% 
of the shares of a United Kingdom subsidiary were acquired and the equity shares of all subsidiaries are now wholly-owned. 
The accounts of the United Kingdom subsidiaries have been translated to Canadian dollars for purposes of consolidation on 
the following bases: 


(a) Current assets and liabilities at the exchange rate prevailing at December 31, 1968 
(b) Fixed assets at the exchange rates in effect at dates of acquisition 
(c) Income and expenses at the average exchange rate for the year 


Demand bank loans to acquire shares in subsidiaries 

These bank loans, payable by the parent company, are secured by assignment of the shares of subsidiary companies and were 
originally employed to acquire such shares. Although payable on demand, the balances of these loans have been shown as 
non-current liabilities since, if called, they would be replaced by other forms of long-term debt or share capital. 

Long term debt 


The following is an analysis of long-term debt: 


F. B. McFarren, Limited Current Deferred 
6% loan? repayable. $700 monthly 2... ... 2. 06 600 .ca ee ee $ 4,000 $ — 
Specialajbank loan<for capital: purposes... 2. 365. hs cane ee re — 76,000 

Modern Handling Methods Limited and its subsidiary, El-Met-Parts Limited 
Bank Joans, repayable $5,000 monthly... 2.0 6...4.. -.77 5 coke eee gene 60,000 50,000 
9% mortgage bond, repayable in quarterly instalments of $8,125 ..................... 32,500 48,750 
Policy loanssecured by ‘cash’surrender value. of life insurances. ee ee = 28,790 


Clare Brothers Limited 


Purchase agreements |... 8 facice ss Ob os ns oe oe ee eee 22,000 45,680 
W. E. Dillon Co. Limited 

642% mortgage payable: November 15, 1970)... 2.51.5 eee yee — 50,000 

Policy loan secured by cash surrender value of life insurance ........-.)......2. 40) eae — 6,000 
Lloyd-Truax Limited 

5%2% loans repayable in equal annual instalments, 1969 and 1970 .................... 26,600 26,600 

57o, unsecured =debenturess maturing, February 1591983 eee 25,900 259,140 


$ 171,000 $ 590,960 


Capital stock 
During the year, the following shares of the company’s capital stock were issued for cash: 


Issue 

Shares Price 
To: institutionalinvestors.v6 a fcc tac nae ie ho esse das actede ee ae 1,500,000 $2,700,000 
To executives of the company and its subsidiaries under the Incentive Stock Option Plan .... 22,600 33,300 


1,522,600 $2,733,300 


A further 500,000 shares are reserved for issuance in accordance with the provisions of outstanding stock purchase warrants 
which are exercisable on the following dates and at the prices indicated: 


At $2.25 per share until December 31, 1970, 


Thereafter at $3.00 per share until December 31, 1972 
Thereafter at $4.00 per share until December 31, 1973 when the warrants expire. 


In addition, 73,950 shares have been reserved for allotment under the Incentive Stock Option Plan for executives of the 
company and its subsidiaries, as follows: 


Options granted on 58,200 shares at $1.75 per share, expiring September 21, 1971 (of which options on 25,050 shares 
have been taken up since December 31, 1968) 


Options granted on 12,500 shares at $1.50 per share, expiring May 31, 1972 
Options previously granted on 3,250 shares at $1.75 per share, forfeited and now available for reallocation. 


Charges to income 
The following costs and expenses have been charged to combined net income: 
1968 1967 


Depreciation of fixédyassets and ‘amortization: of patents. :. 7... 2.05... 4.-.0 oe eee 287,081 272,608 
Directors remuUmeration re4 oe N Dp se es SNe ee 49,025 40,900 


Re ee ee re Cy ae Rr are, SRC Poe, Ad dsicnlc ae 49,707 43,664 
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PROPOSED GENERAL OFFICES FOR TOROMONT GROUP 


Centralization of services for Toromont Companies is a priority objective; one that will bring with it added economies 
of operations and efficiencies in manufacturing. As existing facilities become inadequate, and as new acquisitions are 
made, a central location will be desirable both for plant and office functions. 


Even though planning is still in the early stages, the above illustration is an architect’s concept of how the new 
offices may eventually appear. 
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